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U.S. Agency for International Development 731.773

Subpart 731.7—Contracts With
Nonprofit Organizations

731.770 OMB Circular A–122, cost prin-
ciples for nonprofit organizations;
USAID implementation.

(a) Paragraph 6 of the transmittal
letter for OMB Circular A–122 specifies
that ‘‘Agencies shall designate a liai-
son official to serve as the agency rep-
resentative on matters relating to the
implementation of this Circular.’’ The
Director, Office of Procurement, has
been so designated. The Overhead and
Special Cost and Contract Close-Out
Branch, Office of Procurement (OCC)
provides staff assistance to the Direc-
tor concerning OMB Circular A–122.
OCC is also responsible for obtaining
cognizance under the criteria in the
transmittal letter for OMB Circular A–
122; for liaison with other cognizant
agencies; for authorizing exclusion of
OMB Circular A–122 coverage for a par-
ticular nonprofit organization pursu-
ant to paragraph 5 of the OMB Circular
A–122 transmittal letter; and for advice
and assistance in applying OMB Cir-
cular A–122 cost principles.

(b) Paragraph 4b of the OMB Circular
A–122 transmittal letter contains a def-
inition of prior approval as follows:

Prior approval means securing the award-
ing agency’s permission in advance to incur
costs for those items that are designated as
requiring prior approval by OMB Circular A–
122. Generally, this permission will be in
writing. Where an item of cost requiring
prior approval is specified in the budget of an
award, approval of the budget constitute ap-
proval of that cost.

Consequently, an award containing a
budget constitutes prior approval of
the direct cost item in the budget, un-
less otherwise annotated. Accordingly,
award budgets should be appropriately
annotated substantially as follows:

Inclusion of any cost in the line item budg-
et of this award does not obviate the require-
ment for prior approval of cost items des-
ignated as requiring prior approval by OMB
Circular A–122 ; or

In accordance with the requirements to
OMB Circular No. A–122, approval is granted
to incur costs for (name specific item or

items) which are included in the budget of
this award.

[49 FR 13250, Apr. 3, 1984, as amended at 50
FR 50302, Dec. 10, 1985; 51 FR 20651, June 6,
1986; 56 FR 67225, Dec. 30, 1991]

731.771 Bid and proposal costs.

Pending the establishment of Gov-
ernment-wide principles in Attachment
B of OMB Circular A–122, USAID will
treat bid and proposal costs as follows:

(a) Bid and proposal costs are the
costs of preparing bids, proposals, and
applications for potential activities
such as Government and non-Govern-
ment grants, contracts and other
agreements, including the development
of scientific, cost, and other data need-
ed to support such bids, proposals, and
applications. Except as provided in (b)
below, bid and proposal costs of the
current accounting period of both suc-
cessful and unsuccessful bids and pro-
posals normally should be treated as
indirect costs for allocation to all cur-
rent activities, and no bid and proposal
costs of past accounting periods will be
allocable to the current period. How-
ever, if the organization’s established
practice is to treat bid and proposal
costs by some other method, the re-
sults obtained may be accepted only if
found to be reasonable and equitable.

(b) Bid and proposal costs incurred by
the organization to obtain unrestricted
funds are to be treated as fund raising
and allocated an appropriate share of
indirect costs under the conditions de-
scribed in paragraph B.3 of Attachment
A to OMB Circular A–122.

731.772 Compensation for personal
services.

The policies set for in AIDAR 731.205–
6 are also applicable to contracts with
a nonprofit organization.

[57 FR 5236, Feb. 13, 1992]

731.773 Independent research and de-
velopment costs.

Pending establishment of Govern-
ment-wide principles in Attachment B
of OMB Circular A–122, USAID will
apply the cost principles at FAR 31.205–
18 for independent research and devel-
opment costs.
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